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2! FORECASTS FOR 1944 


UR forecasts for 1944 are given on the following pages. This is the e- 
leventh consecutive year in which we have attempted to forecast in de- 


tail the trends for the next twelve months. We are particularly hesitant 
this year to make these forecasts because many of the items will be affected 
by the public reaction to the development in the European and Pacific war and 
by decisions which will emanate from Washington. 


One well-known market forecaster has recently said: "Forecasting consists 
of making guesses concerning what guesses the public as a whole will make in 
the near future concerning the more distant future about which they have no 
evidence. And even though the public may guess wrong, and act accordingly, 
our job is to 'guess' the wrong guesses of the public--even though we may our- 
selves make the right guesses as to the ultimate future economic and political 

€ developments. Such is the art of forecasting." 


There is considerable truth in this statement. Many trends in 1944 will 
move in opposite directions from those they should take because the public, 
with limited information at their disposal, will guess wrong regarding the 
future and will implement their guesses with their dollars. 

In our forecasts of a sa 
year ago, we said that 
industrial production 250 
would increase about 10% 
during 1943. The actual 
increase was 10.8% on the 
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Federal Reserve index. We 6 180 { 
pointed out then that in j 160 n 
World War I the trends were 90 r 
downward in industrial pro- ° 140 2 
duction after we actually {| 7 
entered the war. _= 
In 1944 we think that = 100 
industrial production will , go 
move sideways and downward, wW 
ending the year about 20% ; = 
| below the current level. ~ 4 


Curtailment of some war 
lines will not be offset by 60 
a compensating increase in 55 
civilian production. 
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™, Rail revenue, as shown  jo00 
' @ on the chart to the a RAIL REVENUE 
fw right, increased by a ae 
12.6% during 1943 although — s800}— thn 40 50 60 170 
freight carloadings showed oe 
a Slight drop. Passenger 
traffic increased markedly. 
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If rates are held at 
their present level, rail 500 
revenue will probably move | 
sideways during 1944. If | 
equipment were available, 400+ 
freight carloadings and | 
passenger traffic would in- 
crease, but in our opinion 
we have reached the practi- 
cal limit of capacity. 
Transportation of all types 
will remain a bottleneck 
during all of 1944. 
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4) 
- EMPLOYEES IN - 
Asis average work week in the United *°"NON-AGRICUL TURAL] 
fi States increased rapidly from July of 39+ ESTABLISHMENTS 4 
= 1940 until about the middle of 1943. ai 71/7 

During this period it increased from 37.2 to 4 Be 

45.3 hours’ per week. Since the middle of . 37 

1943, however, the average work week has 0 a 
been dropping slightly until now it is run- fh f 
ning 44.7. Unless we experience severe mil- } 35 + ¥ 

itary reverses, the average work week in the | 
United States for the balance of the period u sa | 

of the war in Europe will drop slightly from 0 33 i 

the present level. After the end of the Eu- wo } 

ropean war the average work week will drop é 3e al 

as the need for many war materials is less- Jj | 

ened, and as some of the basic materials J °' iT J 

needed for large reconversions to civilian 2 30 Lif 

goods will not be available. re 

It seems that under existing conditions 29 4 

in the United States it is practically im- vi 

possible to secure the cooperation of labor a ee ee ee 
on a longer work period. Were we as close 
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m® A year ago we said that the shortage of employable persons would become | 
4 the major problem in American industry during 1943. This has been borne | 
» out by the actual experience of all employers. As long as the war lasts | 
in Europe, there will be little change from the present scarcity condition. | 
The number of millions of employees will remain rather close to the present | 
level. As soon as the war in Europe is over, however, there will be a gradual | 
lessening of the shortage, due to the cancellation of war orders before indus- | 
try can reconvert to civilian production. If the collapse of Germany comes in| 
the spring, by fall a noticeable improvement should have taken place in the} 
manpower shortage. However, the shortages will remain fairly acute during all | 


to the war as England or Russia, a 55- to 













































































ois ton eee caesar | te — 
: and a ha or 
over time does not seem sufficient incen- so WORK WEEK 
tive in many war plants to keep a produc- y *9 = een 
tion staff with low turn-over. - ae} : amin 
2 47}+— - 

The general level of wages will con- x 46 

tinue upward during 1944, in spite of : 45 

the attempts of the government to halt “a — a © 
the rise. It is now considerably more than . 
a year since wages were theoretically froz- : 43 
en and it will he noticed that the line on 0 42 
our chart at the bottom of the page has 3 4, 
continued upward at about the same rate as 
it did in 1941 and 1942. The index we have {& 4° 
used here attempts to measure the general 0 39 
level of all wages, including teachers, t on 
government employees and industrial work- 
ers. As many wage classifications, especi- 37 
ally in the white-collar field, advance os | 
more slowly than those of mechanical work- IS39 1940 1941 1942 1943 1944 


ers, this index has not shown the same advance in the war period as the index 
on the following page showing wages in manufacturing industries only. 


The average wage for all types of work as' shown by the chart on the bot- 
tom of this page has made tremendous gains since 1908. At that time wages 
were about 39 on our index; when the First World War started they were 46; 
when the Armistice was signed they were 74; in 1920 they reached 101; at the 
bottom of the big depression in 1933 they were 81; when the present war start- 
ed they were 111 and at the present time the index is 157. This is considera- 

bly more than double the level of the corresponding period in the First World 
‘War. This is a far bigger increase than the increase in prices, which means 
that the purchasing power 200 
of the average worker has 180 WAGES CALL TYPES) 
increased markedly. This 
increase has been primarily 
due to more efficient meth- 140 
ods of production and to 
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the greater use of labor- o '° 1937/1938 
saving machinery. 0 1936 
4 100 
The chart at the top © 90 
of the following page 2 80 


shows the trend of in- 
dustrial wages during this sis 
war and the First World 
War. It will be noticed 
that industrial wages are 
now 803% above the 1926 
level, while all wages are 
merely 57% above the 1926 40 
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level. This emphasizes a- 
gain the preferential 


treatment which industrial 30 








workers have received from 200 
the government in securing jg0\/-INDUSTRIAL WAGES 

wage adjustments, largely sas eg 
through the threat of ieee acai 
nation-wide strikes on the 140 

part of powerful unions. 
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me The Bureau of Labor 
& Statistics index of 
wholesale commodity 
prices gained very little 
during 1943 as is shown by 
the chart below. It will 
be noticed that commodity 
prices are considerably 
below their level for the 
comparable period of the 
First World War. 
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Actual increases in 
prices have been greater 
than those shown by the in- saad 
dex. Black markets, second-hand sales and deterioration of quality are all 
concealed in a quantitative index of this sort. Subsidies have been used to 
some extent in keeping the real rise from being apparent. 





It is a great deal easier to control prices during a period of actual war 
participation than it is after the emergency is passed. During the First 
World War, as shown on the chart, prices rose relatively little in the latter 
part of 1917 and during 1918. The big rise came during 1919 and the first 
part of 1920. There is still grave doubt regarding the ability of the govern- 
ment to prevent price rises during the balance of the war but particularly in 
the post-war period. Wages, which in the last analysis comprise the major 
part of all production 200 


costs, have risen markedly '°> WHOLESALE COMMODITY PRICES 


on an hourly basis, without a 
a sufficient increase in 60 , 
production to keep the unit 150 10 20 30 40 50 60/ 70 
cost from rising. The la-_ 140 2YRS. 4 4MoS. | 1943 
bor unions expect t ut 0 | . r 
p o put on 30 7 q 
@ campaign to increase 2 j20 : $ 
rates still further at the ' |, { S 
time when overtime is dis- © a 
continued so that the "take _ C y 
home" wages for a shorter ”§ 90 ( 
work period will equal the : ¥ 
| "take home" wages now being 7 ®° . 
| received for regular time : : 
; 7 


and overtime. This will 
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increase the unit cost of 
production still further 60 
and will contribute to 
higher prices in the post- 
war period after the recon- 
version is finished. 45 
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The rise in the cost ‘ai 
| 


of living has_ been COSTS OF LIVING 


more gradual than was 150 


ee T mi TTTITT a | 
anticipated during 1943, 10 20 30 40 50 oN eo 90 100 110 | 


140 
The seriousness of the war 2YRS. 8 4MOS. 


has enabled the government 130 
to secure @ greater degree 
of cooperation in rationing 
and price control than 
would otherwise have been 
possible and, in addition, 
subsidies have been used to 
some extent to conceal 
price increases, 
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There has been much 
criticism of the cost of 
living index, particularly 
by labor unions who believe 70 
that it does not represent 
the actual increases in the 
cost of living. 
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During 1944 the cost of living will continue to increase, but as long as 


the war continues in Europe the rise will probably be dampened considerably by 
rationing and price control, 


From 1940 through the first part of 1943 the greatest migrations of popu- 
lation were taking place in the United States. As a rule, farming com- 
munities were losing rapidly to metropolitan areas where war work was be- 
ing done. Until this last year, however, young men were not being withdrawn 
from civilian life in sufficient numbers to decrease the civilian population 
of the country, but during 1943 the inductions were at such a rate that the 
civilian population de- 1000 — 


creased by 2.44. soo_NUMBER OF NEW DWELLING UNITS ~— 
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shifts among various sec- 942 
tions of the country will ty T 
slow down very materially. i940 ; 
If the war in Europe ends a 

early in the year, some re- | 
shifts will take place in 
the latter part of 1944 but 
the greater percentage of 
persons who have moved to 
war centers will not move 
back during 1944 or 1945. 
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» In 1944 new build- 

Sing will decline \ v | 

» sharply from the mT 
low levels of 1943. The acta Cet: Tie 
volume of building will de- avns. 6 900 J 11919 
pend entirely on the amount 200 
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allowed by the federal government. For that reason the best forecasts for 
1944 are probably those issued by the government itself. 


The Bureau of Labor Statistics estimates that 225,000 new nonfarm family 
dwelling units will be started in 1944, This is one-third fewer than the 
344,000 units put under construction during 1943. It is about equal to the 
number of dwelling units built during 1935. The table immediately above the 
chart at the bottom of the page shows the total number of units in thousands 


built in nonfarm areas of the United States from 1920 through 1943 with the 
estimate for 1944. 


Title VI war housing is expected to drop from $756 million in 1943 to 
$600 million in 1944. Public housing will drop from $628 million in 1943 to 
$200 million or less. 


Practically all industrial building which will be necessary for the com- 
pletion of war contracts has already been built; in fact, a number of indus- 
trial buildings have been started which will not be completed. Public indus- 
trial building during 1943 totaled $1,737 million, but during 1944 there is 
slight chance that it will exceed $650 million, and all of the building which 
does take place will be of certain types and in isolated communities with many 
cities having practically no industrial building whatever. 


Military and naval construction in 1943 totaled $2,474 million. This 
will drop to $1,350 million in 1944, as practically all construction of this 
type necessary in the various camps and shipyards has been completed. Should 
the war end early in 1944 the chances are that military and naval construction 
during 1943 would drop to a far lower figure. 


The chart at the bottom of the preceding page shows a striking comparison 


THOUSANDS OF NEW DWELLING UNITS IN NONFARM AREAS 


1920 -~ 247 1925 - 937 1930 -~ 330 1935 - 221 1940 ~ 603 
1921 - 449 1926 - 849 1931 ~ 254 1936 - 319 1941 ~ 715 
1922 - 716 1927 - 810 1932 -~ 134 1937 - 336 1942 ~ 488 
1923 - 871 1928 - 753 1933 « 93 1938 -~ 406 1943 ~ 344 
1924 ~ 893 1929 - 509 1934 ~ 126 1939 - 515 
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of the number of dwelling 
units built in this war and 7° 
the last. If the Bureau of 180 
Labor Statistics is right 
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for 1944, the dotted con- 2RS. 8 40S. | 

tinuation of the solid 4 . | io] \ 

blue line shows the war 0 : 54 

residential building will 6 joo f ‘“ [ 

continue to drop. : : 194 1W!942 1943) | |. 

© 100 ¢ 940 Le rif 

The chart at the bot- jw r~ { mn Loz 

tom of the preceding page % 90 37 oo w LP 

shows new construction ex- = 1934/1935 | 1936 1938 0) 

penditures in the United x | J J 

States in billions of dol- " 70 j J 

lars from 1915 through 5 (933 

1944, separated as to the ~ 60 , 

various types of construc- 

tion. This shows the cur- - 

















tailment which took place 
in 1943 and which will pro- 
ceed much further in 1944. 
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Tne chart directly above shows building material prices in this war 

and the last. It will be noticed that there was very little increase 

during 1943. A year ago we said, "Building material prices on the 
average in the United States will show little change in 1943 in comparison 
with 1942. Price control on these items will hold fairly well during the 
year." We believe that the same forecast could be made for 1944 and that the 
upward movement of wholesale building material prices wiil be slight. 


It is quite interesting to note that building material prices are consid- 
erably above the levels of the comparable period of the First World War. Con- 
trast this with the chart on page 4, which shows wholesale commodity prices, 
and it will be noticed that 300 
commodity prices generally 
are below the levels of the — 
First World War. 
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The chart to the 200 - 
right shows whole- 180 - 
sale lumber pric- ; 160 " 
es. During 1943 prices ad- - ,,, - 
vanced at a moderate rate. ' ‘ 
During 1944 lumber prices _ { 
will continue upward in 9 mi 
spite of the restrictions ~ 7 
on building. Lumber stocks , ” 
are the lowest on record w ° 
and production in the woods : 70 


and in the mills is being 
severely restricted by a 
shortage of labor. Lumber 50 
will remain one of the 
critical items until after 

the war. 
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|change during 1944, but 4 &5 | 10 20 _ 40 50 60 70 80 90 100 is 120 
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;such changes as do occur gf 80;— ~~ 5 Ce bee 
will be up rather’ than : 7.5 ¥ 
‘down. The chart to the j 7 t _f gsse— 
| left shows the construction 0 5 5 1937 c 
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icost of a six-room frame 
| residence built in St. Lou- 
jis and it will be noticed 
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5.5+-— > J 
ithat the cost has not | | | + | 
ichanged greatly during the : 5.o/-— ( | 2 
}past two years. A year ago 7 | 
jin our forecast we said, { 45) | 
"The actual cost of build~ 4 | ) | 
jing a house will not change 9 4° — 
la great deal during 1943". I | | | 
\Due to the very small a- *,.) | | 
jmount of building in most ) | | 
icities the question of con- | | , : 3 
istruction costs is largely 3.01 , 


ia theoretical matter. Were it possible for any large volume of construction 
;}to get under way, construction costs would rise very rapidly as there would be 
;an insufficient number of skilled employees available for building labor and 
‘inefficient and unskilled help would increase the number of man-hours neces- 
| sary for each operation in building the house. We think that the peak of con- 
istruction costs will come some time in the post-war period when considerable 
(building volume is under way. 


than 27% in 1934 to 10% in the fall of 1943. Outside of a few de- 


| fense buildings and a few buildings being built by the federal gov- 
jernment, no office build- sevens 

ing space has been made a- 22+ OF FICE BUILDING VACANCIES 
\vailable in the recent past 26 
‘nor will any be built dur- 
ing 1944. We believe that 
this restriction ‘ on the 
supply will bring about a 
further reduction in vacan- 
cy, particularly in the 
first part of the year. 
Toward the latter part of 
the year occupancy may 
move sideways or may de- 
crease slightly due to can- 
cellation of war orders. 


1 Oy ines building vacancy in the United States has’ shrunk from more 
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In the post-war period 
in our opinion the cost of 
building office buildings 9 
will be considerably higher 
than it was in the pre-war . 
period, meaning that new 
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buildings cannot be built 
in competition with exist- 
ing buildings until rents — 
on existing buildings rise. 





180 
RESIDENTIAL RENTS 


PTT TT OPT TT TTT TTT TTT TT TT a TIN TT TTY 









WTI 
‘hdd babel 


10 20 30 40 50 60 70 80 90 100 IIo | 
2YRS.%8 4M0S 


160 






Residential rents 

in 1944 will move 

sideways. Rent 
ceilings will continue to 
hold with no possibility of 
great modification in the 
average community. The on- 
ly communities in which 
rent control will be re- al 
laxed will be those in 
which shutdowns of war 
plants result in a lessened 
demand for housing. In 
these places, rents would 90 
not rise without rent con- 
trol and so the relaxation | 
of the rent control provi- 80 | 
sions will mean little. It should be remembered that in the last World War 


period the big rise in rents occurred not during the war but in the period 
that followed. It seems that the same thing may happen again. 
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The volume of real estate sales in 1944 is the hardest of all real 
estate trends to predict. The down payment requirements of the OPA, 
the long waiting period before tenants can be removed on a building 
which is sold and rigid rent control have all had a limiting effect on real 
estate activity. On the other hand, in many communities the pressure on the 
existing supply of real estate is so great that a high degree of activity has 
developed in spite of government regulations. 
+50 
If the war in Europe REAL ESTATE SALES 
ends this spring and indus- +40 
trial activity drops mate- 
rially by the end of the 
year real estate sales will 
not continue to increase as 
they have but may contract 
during the period of lack 
of confidence, 
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We think it probable 
that real estate sales ac- 
tivity will increase this 
spring, will slow down 
slightly this summer and if 
the war is over in Europe 
before the middle of the 
year, activity may be re- 
tarded still further by the ~*° 
end of the year due _ to 
transitional unemployment. “oo 
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Mortgage volume +70, 
7 / will show no pro- __NUMBER OF MORTGAGES 


+60) | —. =< — a 
nounced trend 


either up or down during +5 0} sane 
1944, It is already quite 
low and the lack of volume 
of new construction will 
prevent it from rising ma- 
terially. On the other 
hand, the amount of activi- 
ty in the real estate mar- 
ket with refinancing on ex- 
isting properties should 
prevent it from dropping by 
any large amount:from_ the 
present level. 
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It is quite apparent ai ol 5 
on the chart that mortgage N rr ae a 
10 20 


7)1938 
activity in the present war -60 193 9 | 30 40 50 60 70 80 90 100 I10 120 


has been repeating to’ the | Me See eee | l l | l | | 
present time the pattern of 

the First World War period. We do not anticipate, however, the rapid up- 
surge at the conclusion of the war in Europe, as for many the cessation of 
hostilities will mean unemployment due to the cancellation of war orders. 
The East will be affected far more at the conclusion of the war in Europe 
than many of the places on the West Coast. 
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First World War. The rise was retarded for a short time after the 
Armistice, followed by a second jump and an upward movement which 
continued until the late twenties. 


1 Seana rates jumped abruptly after the United States entered the 


Th h b , 6.0 
Paice aOR MORTGAGE INTEREST RATES IN Ny. city 


between the interest curves _ 


of the period twenty-five 56 
years ago and the present, 
but we do not anticipate as 54 
great a rise in interest 
rates in the period ahead 5.2 


4.4 
informed persons in Wash- 


ington are looking forward 
to interest rates on 4.2 
single-family dwellings as 
low as 33%. Their theories in 
are based on the fact that 


1943 


as we experienced in the + 
first post-world war pe- . 5.0 r 
riod. U 3 
. 4.8 . 
There is quite a dif- a m4 
ference of opinion at’ the 46 . 
present time on the future ‘ 
of interest rates. Many P 
2) 


I94\/i942 


10 30 40 50 60 70 
| 2YRS. & 4MOS. 








10 








ee 


the United States has be- 60 




















































































































7 
come a creditor nation and URBAN FORECLOSURES | | | | 
as a rule in creditor na- sas | es a TAR TARTANA TR | 
tions interest rates are t " 10 20 30 40 50 60 7 80 90 100 110 1201 | 
low and, second, that the 6 ee oe” 
government has a rather > 45h a oe _¢ i ' | | | } | 
firm control of the entire rat t 3 
interest structure and will Wj 40}-++— .ah " | | | 
do everything it can to $5 y a | 
kee t low duri the wes cr —Ff- ined 
p rates low during e wt F 
period in which the war Nis \ ; ‘ 
must be financed and refi- 62 P cae ios ace al 
nanced. YO 25 T NU Sai? {| 
ar CK Al NAIA 
In 1943 urban pg 20 A WA 
foreclosures sank ,0 ANN 95 wast 
to the lowest lev- ¥ 1 Tor: : 
el they have reached as far > | i943} alis 
back as we have been able ; nae Oe on ee 
to accumulate figures. We = = 
have reconstructed fore- . | 
closures in the United 0 ——$__—_—_—- | 
States back to 1870. During 1944 we see no reason for foreclosures rising | 


and little possibility that they can sink much further. Therefore, during 
1944 foreclosures wili move in a sideways direction at an extremely low level. 

Farm foreclosures during 1943 also reached a new low, although fig- 

sures on farm foreclosures are not available for as long a period as 

are urban foreclosures. During 1943, 4.4 farms out of each thousand 
farms in the United States changed hands at forced sales. This compares with 
38.8 during 1933. Our opinion is that during 1944 forced sales on farms will 
shrink to less than four per thousand of all farms, a low record which would 
surpass the low record of 1943. 
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a al vee, 207 FARM VALUES 
| 
average rose by me | . 

better than 1% per month. aa ne J». 

On November 1, 1943, farm aa 3.8 ~ 

values in the United States © | 3 jc | 0 / K 

were 44% above the 1933 de- — Tk | ~] —— 
pression low but still 38@ ¥ '30 = ox - 
under the boom peak of o es 0 | g | t 
1920. Because of the un- , c | a | 
precedented demand for farm \ !!0 CT 5 | | | 
products which will contin- 9 |. +7 a | 
ue through all of 1944, | E | 
tremendous pressure will be : 90 J 343 

exerted by demand to cause QO ) ff 

the prices of farm products 4 ,, ; 5 

to rise. This in turn will 1937\1938|  li94oligailie42 | | 
— it profitable to farm - i 8 
and which was’ considered 
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DWELLING UNITS CONSTRUCTED IN 48 STATES 


HE number of new family accommodations built in all nonfarm communities of | 


the 48 states 
Cumulative totals and 


(red) are given. 


JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY 

JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
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THOUSANDS OF UNITS 


MONTHLY 


1942 I944 


34. | 
St. 
oe. 
59.3 
61.0 
46.3 
25.8 
26.2 
42.6 
29.9 
29.8 
29.5 
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MAY JUNE 


1I2 MONTH 


CUMULATIVE MOVING TOTAL 
1942 1944 1942 1944 
34. | 708. | 
85.2 715.5 
137.3 707.4 
196.6 691.5 
257.6 681.8 
303.9 650.9 
329.7 602.1 
355.9 558.5 
398.5 534. | 
428.4 507.8 
458.2 491.0 
487.7 487.7 
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and the District of Columbia is shown in the table below. | 
twelve month moving totals for 1942 (blue) and 1943 


ah ee RIE me 


pean cen NOS Assen aCe 









aX 39 * “A 
WE SS 1301 neat 


Hiet | JANUARY 
ANALYSTS. ) / 1944 


VOLUME. XII! 


FUTURE FORECLOSURES 


HE foreclosure rate on urban properties is now lower than it has been at 
any time since we have been able to compile records. Our measured figures 


go back to January 1870. Foreclosures of farm properties are also setting 


new lows, althcugh farm foreclosure figures do not extend back for as many 
years. 


Do these new lows indicate that present methods of financing have so re- 
duced the risk element that the chances of foreclosure on mortgages made under 
present conditions are now negligible? Are foreclosure peaks similar to the 
ones in 1837, 1878 and 1933 no longer probable in the future? (See the long 
chart on the following page in this report.) 


It is rather interesting that the three great peaks of foreclosures have 
occurred from 13 to 23 years after a war in which the United States was in- 
volved. Each of these wars was accompanied and followed by a general infla- 
tion of the price level. The War of 1812 caused an increase in the general 
price level of 60.4%, after which prices dropped for a period of 19 years. 
The Civil War caused an increase in the price level of 128%, after which pric- 
es dropped for 15 years. The First World War caused an increase in the price 
level of 144%, after which prices dropped for 13 years. 


Tt will be noticed on the chart that between 1878 and 1933 two intermedi- 
ate rises in foreclosures occurred, neither one assuming alarming proportions. 


The first occurred during the depression which started in 1893; the second 
during the First World War. 


The Spanish-American and Philippine War did not cause as great a dis- 
turbance to our price level as prices rose very slightly, with no drop in the 
post-war period but a continuing rise. A very slight increase in foreclosures 
during the First World War period started 12 years after the close of the 
Spanish-American War, but was due primarily to the uncertainties which sur- 
rounded that period and to the fact that a building boom had occurred in the 
early 1900's which had overbuilt the market. 


Whenever the general price level has risen in the past, the cost of 
building has increased at the same time. This has delayed new building until 
the scarcity drove rents and values on existing buildings to the point where 
new building could be built in competition. During every period in which 


building costs were rising, foreclosures have always dropped. This has been 
due to the following reasons: (1) Ina period of rising real estate rents 
and values it is relatively easy to meet interest payments. (2) With real 


estate equities above the mortgages increasing there is no inclination to "get 
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out from under." Ina period of this sort there are no "voluntary foreclo- 
sures." (3) If the original owner can no longer carry the property, he can 
usually sell his equity to someone else who can, thus avoiding foreclosure. 


In a period of falling prices, however, the opposite situation is true. 
Building costs fall. To use a drastic example, it may be that the house which 
five years ago cost $10,000 to build can now be duplicated new for $6,000. If 
it is assumed that the average depreciation rate on residences is 2% a year, 
it might be arguéd by some that the house of five years ago should now be 
worth $9,000, deducting 2% x 5 years, or 10%, from the $10,000. Actually, how- 
ever, the house will be worth nearer $5,400 as the depreciation should be de- 
ducted not from the original cost but from the replacement cost, and since the 
replacement cost is now $6,000, 10% depreciation would reduce the net amount 
to $5,400. If it was originally financed on a 75% loan, the original loan was 
$7,500. Unless more than $2,100 has been paid off on the mortgage in these 
five years, and this would be rather improbable oon most loans being made now, 
the property is not worth the amount against it. 


Whenever an owner finds out that he still owes more on his house than it 
would cost to build a similar house new, several things happen. (1) He be- 
comes convinced that it doesn't pay to own his own home. If you question his 
opinion he can show that in five years his investment has depreciated in value 
by more than 45%. (2) He would rather have a new house which he could buy for 
less than he owes on the old one. (3) He will make no great effort to meet 
his payments if it involves hardship. (4) If he cannot keep up his payments 
he cannot sell his "equity" to someone else because he doesn't have an equity. 
Under’ these conditions, foreclosures have always risen rapidly in the past. 


How do these general principles apply to the period ahead? (1) Building 
costs have already advanced by about 30% since the war started and by about 
69% since 1932. This, not new methods of financing, is the real reason that 
foreclosures are now at record lows. (2) Building costs will probably advance 
much further before the top of the post-war inflation is reached. (3) So long 
as building costs continue to rise, foreclosures will remain near their pres- 
ent lows. (4) When building costs fall, foreclosures will rise. If the fall 
in costs is great, the rise in foreclosures will be great. 
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The preliminary figure for real estate activity in 

REAL ESTATE ACTIVITY December showed it to be 24.7% above the long-term 

computed normal. This compares with the final 

figure for November of 27.6% and for October of 25.8%. One year ago real es- 

tate activity was 1.1% above normal. When the war started in Europe in 1939, 
sales were 10.4% below the long-term normal. 


The very slight drop in sales activity in December in relationship to the 
November figure probably does not indicate a change in trend. We think, how- 
ever, that an interruption of the upward movement in real estate activity will 
come some time during 1944, but we believe that it would be more probable in 
the last six months of the year. 


Real estate mortgage activity dropped slightly in 

REAL ESTATE MORTGAGES December in comparison with the figures for the 

preceding three months. The December figure was 

almost identical with the August figure but it was above any of the preceding 
months of 1943. 


Due to the limitations on building during 1944 it is not expected that 
mortgage activity can make any great gains, and before the year is over it may 
experience some losses. 


During December new building proceeded in nonfarm 
RESIDENTIAL BUILDING areas at a rate equivalent to 16.9 new family ac- 
commodations per thousand families per year. This 
compares with a level of 24 for December 1942 and 34.8 for December 1941. New 
building will be off sharply during 1944. Because of the inability to allo- 
cate the necessary amount of lumber to the building field, lumber has become 
one of the most critical of all war materials. The most optimistic estimate 
for production of lumber in 1944 would be 30 billion board feet. One of the 
great difficulties is the tremendous amount of lumber which is needed for the 
crating of war materials. In 1941, 4 billion board feet were used for crat- 
ing. By 1942 this had increased to 8 billion board feet. In 1944 military 
estimates are that from 15 to 20 billion board feet will be needed for this 
purpose. 


A great deal of lumber is being needed overseas. After the capture of 
Naples it was necessary to rebuild the docks in order to land materials for 
our troops. This took 2 thousand carloads of lumber. The need for lumber in 


northern France after the invasion gets under way will be tremendous. 
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For a number of years our lumber production has been insufficient to take 
care of the current needs, with the result that stocks of lumber at the mill 
are now off 50% and in the retail yards 65% from normal levels. 


The cost of building the standard six-room frame 
BUILDING COSTS residence in St. Louis in January was $7581. This 
cost has not changed during the past three months. 
It compares with $7444 in January 1943. 


We believe that business activity has reached a 

BUSINESS ACTIVITY peak and that there is slight chance of this peak 

being exceeded by any substantfal amount during 

1944, We think it is more probable that drops will occur during the year, 
ending the year considerably below the current level. 


The foreclosure rate had an infinitesimal rise o- 

FORECLOSURES ver the all-time low of the preceding month but 

this rise is not significant in any way. Fore- 

closures will remain low during 1944 as there is no real reason why a rise 
should be expected. 


There has been no change in the index of residen- 

RESIDENTIAL RENTS tial rents during the past year and there will be 

only microscopic changes during 1944. Rent con- 

trol has been effective not only in the United States but in all other coun- 
tries in which it has been used. 


The preliminary figure for wholesale prices for 

WHOLESALE PRICES January shows relatively little change in compari- 

son with the November and December figures. We 

think that concealed price rises have occurred, but these have taken the form 

of further deterioration of quality rather than an upward movement of price on 
identical objects. 





ROY WENZLICK & CO. ennounces the opening of 
a New York office in the Lincoln Building at 
60 East 42nd Street, New York 17, New York. 
The telephone number is Murray Hill 2-4252. 
The office is in charge of E. G. Johnson,who 
has been with the company for many years, 
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PRIVATE RESIDENTIAL BUILDING 
IN 140 METROPOLITAN AREAS 


RIVATE residential building in all metropolitan areas of the United States 
Pe: defined by the 1940 Census, is charted on the following pages. The 140 

areas include all areas in which the central city has a population of more 
than 50,000. 


Every effort has been made to make this report complete. In each city 
all suburbs, incorporated and unincorporated, have been contacted, and in all 
except fourteen it has been possible to include practically all of the suburbs 
within the metropolitan area. For example, the New York City figure includes 
the building in 305 suburban communities; Philadelphia, 154; Pittsburgh, 157; 
Chicago, 99; and Detroit, 65. In all, more than 2200 communities are repre- 
« sented on these charts. 


The Bureau of Labor Statistics in Washington has collaborated to the 
fullest extent in furnishing figures they have accumulated on various communi- 


ties. These have been brought up to date by direct correspondence with the 
individual cities and towns. 


In all cities new building is expressed as the number of new family ac- 
commodations being built per month per 10,000 families in the metropolitan 
areas. In the computation, a single-family dwelling counts one, a two-family 
dwelling counts two and a twenty-four-family apartment counts twenty-four. All 
Federal subsidized slum clearance projects and Government financed defense 
housing have been excluded; only building under private initiative is signif- 
icant from the standpoint of showing demand strong enough to pay the unsubsi- 
dized cost. (At present, however, even though the demand is strong, many pri- 
vate investors are deterred from building by the heavy restrictions and also 
by the fact that the demand is temporary.) Buildings privately built and fi- 
nanced with FHA loans are included on the charts. 





All figures both on individual cities and on national averages have been 
corrected for seasonal fluctuations. 


The blue italicized numerals on each chart give the number of private 

new family accommodations built in the last three months; these are actual 

) | é figures and are not adjusted for the number of families. The red italicized 
numerals give the corresponding figures for the same period of a year ago. 


Each chart shows the 1940 population of the metropolitan area included in 
the figures. 
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It should be noticed that separate averages (medians) have been used for 
four groupings of metropolitan areas. The average number of new family ac- 
commodations built per month per 10,000 families is shown from 1920 to the 
present for metropolitan areas having from 50,000 to 200,000 people (the 
dashed red line); for areas having from 200,000 to 500,000 people (the beaded 
red line; from 500,000 to 1,000,000 people (the solid red line); and for those 
areas having a population of over 1,000,000 (the dotted red line). Eighty 


areas fall into the first category; thirty-eight in the second; and eleven 
each in the third and fourth. 


On each area chart is shown in red the national average for areas in its 


| grouping in contrast to the blue line which shows the figures for the specific 


area. The averages used on the area charts are medians. A median average is 


| found by arranging the data in order of size and selecting the amount at the 


midpoint. Because a median average thus eliminates the influence of the ex- 
tremes, it gives a very good picture of the typical area in each group. A di- 


| rect comparison can be made between each area and the median average of its 
'~group. 


On the chart below we have shown national averages for each of the group- 


/ings of metropolitan areas -- (1) 50,000 to 200,000 population, (2) 200,000 to 
/500,000 population, (3) 500,000 to 1,000,000 population and (4) 1,000,000 pop- 


ulation and over. These averages should more properly be called arithmetic 


means. An arithmetic mean is what most people think of when they hear the) 


| word average, and it is obtained by adding the amounts of all the items and 
| then dividing by the number of items. It will be noticed that the arithmetic 


cna ank PORNO TSTS Sm 8 A 


mean, being influenced by areas with a greatly accelerated rate of new build- 


ing, is above the median average of each of the groupings. The arithmetic | 
means are given for each grouping so that a comparison of new building can be} 


'made on a volume basis. 


Both averages (median and mean) follow the same general trends. From 


| 1934 to the late summer of 1941 the trend was consistently upward. Since 


| then, however, the trend has been down. Building in many cities has practi- | 
' cally disappeared and this condition will continue until the war ends in Eu- 
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NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 10000 FAMILIES 


NEW FAMILY ACCOMMODATIONS PER 10,000 FAMILIES - 
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BALTIMORE 
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GALVESTON 


THIS QUARTER- 282 


Metro. Area 71.677 


GRAND RAPIDS 


THIS QUARTER- 12 


Pop. Metro.Area 209,873 


GREENSBORO 


THIS QUARTER- 3 


Metro.Area 73,055 


HAMILTON, MIDDLETOWN 


THIS QUARTER- 3/ 


.Metro.Area | 


HARRISBURG 


QUARTER- 25 


Metro. Area 7 


HARTFORD 


THIS QUARTER- 307 


_Metro.Area 502,193 


HOUSTON 


THIS QUARTER- 3/4 


Pop. Metro.Area 510.397 


. s 
| 


HUNTINGTON, ASHLAND 


THIS QUARTER- O 


Pop.Metro.Area 179979 


INDIANAPOLIS 


THIS QUARTER- 67 


Metro.Area 4 7 


JACKSON, MISS. 


THIS QUARTER - 68 4 


Pop.Metro.Area 88,003 


JACKSONVILLE 


THIS QUARTER- 5/6 


Metro.Area 195,619 


JOHNSTOWN 


THIS QUARTER-O 


Metro.Area 151,781 




















a ey 





lOOOO0O FAMILIES 


NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 











NEW FAMILY ACCOMMODATIONS PER 10,000 FAMILIES 
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70 


KALAMAZOO 


60 
THIS QUARTER- O 


SAME QTR /942 50 


Metro. Area 77,213 
40 


30 


KANSAS CITY k.c.KANS. 
THIS QUARTER 3/ 


Pop. Metro. Area 634. 


KNOXVILLE 
THIS QUARTER-6/ 


SAME QTR. /94 


Metro. Area 151,829 


LANCASTER 
THIS QUARTER - 19 


ask 


WE Gift 


.Metro.Area !32,027 


~) 


LANSING 
THIS QUARTER- 9 
SAME QTR./94 


Metro. Area [10,356 


LINCOLN 


THIS QUARTER- 6 


SAME QTR. 1942 
.Metro.Area 88,/9! 
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LITTLE ROCK 
THIS QUARTER- /2 
SAME OTR./942- 


Pop. Metro.Area 126.724 


LOS ANGELES onc Beach 
THIS QUARTER - 4389 


Pop. Metro. Area 2,904,596 


LOUISVILLE 
THIS QUARTER - 65 


Pop.Metro.Area 434,408 


LOWELL 
THIS QUARTER- 4 
AME QTR /942 


Metro.Area 334,969 


MACON 

THIS QUARTER- 2 

SAME QTR.1942 
.Metro.Area 74,830 


EOE ee REE IES 














NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER !10000 FAMILIES 


70 














NEW FAMILY ACCOMMODATIONS PER 10,000 FAMILIES 


MADISON 
THIS QUARTER- 3! 


Pop. Metro.Area 78,349 


MANCHESTER 
THIS QUARTER- 0 


Pop. Metro. Area 81,932 


MEMPHIS 
THIS QUARTER- 2/0 


Metro. Area 332,477 


MIAMI 


1S QUARTER- 8 





LAME A 4 <4 


.Metro. Area 
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MILWAUKEE 


THIS QUARTER- 626 


Metro. Area 790,336 


MINNEAPOLIS , ST. PAUL 


THIS QUARTER- 3 


Metro.Area 911,077 


MOBILE 
THIS QUARTER- 5/ 


Metro.Area | 


MONTGOMERY 
THIS QUARTER- 26 


.Metro.Area 93,697 


NASHVILLE 
THIS QUARTER- 6 


Metro.Area 241,769 


NEW HAVEN 

THIS QUARTER- 8/ 

SAME QTR./942- 2/6 
Metro.Area 308,228 








29 








NEW FAMILY ACCOMMODATI 


COPYRIGHT i944 BY R¢ 


sa 


NEW ORLEANS | 


a 
THIS QUARTER- 27 










Pop. Metro.Area 540,030 


tt = +— 
| | | 

















| | 
| | | 
‘a 2 : + ——-— ———_ - --— 
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1H) 

W GREATER NEW YORK 

» THIS QUARTER- 463 Lye ae 
> JERSEY CITY 
< NEWARK 

uw Pop. Metro. Area 11,690,520 _ PATERSON 
0 T | 

O 

0 

Q 


BRONX BORO 


THIS QUARTER- 0 










Pop. Metro. Area 1,394,71| 


BROOKLYN BORO 


THIS QUARTER- O 


Metro. Area 2.698285 


NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 


MANHATTAN BORO 


THIS QUARTER- O 


Metro.Area 889,924 
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TTT 1 
Seeeeeeeen 
HEEL } 










— >ER 10,000 FAMILIES 


NZLUICK 2 CoO. 


QUEENS BORO 


THIS QUARTER- O 





Pop. Metro. Area 1,297,634 


RICHMOND 


THIS QUARTER- 0O 


.Metro.Area 174,441 


0. 


NORTHEASTERN NEW JERSEY sx 


THIS QUARTER- 306 ELIZABETH 
5/4 JERSEY CITY 
NEWARK 
Pop.Metro.Area 2,982,854 PATERSON 


7. 


NORFOLK ~% 


THIS QUARTER- 969 


Metro.Area 323,32 


OKLAHOMA CITY 


/|\ THIS QUARTER- 572 


Pop.Metro.Area 221,229 





NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 10000 FAMILIES 


NEW FAMILY ACCOMMODATIONS PER 10,000 FAMILIES 
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OMAHA 


THIS QUARTER- O _ 


Metro. Area 287, 


PEORIA 


THIS QUARTER- O 


Metro. Area 


PHILADELPHIA 


THIS QUARTER- /34 


Metro. Area 4 


PHOENIX 


THIS QUARTER- 83 


Metro. Area 121,828 


PIT TSBURGH 


THIS QUARTER - 5/ 


. Metro. Area 060 


PORTLAND, ME. 


THIS QUARTER- 44 


Metro. Area | 


PORTLAND, OREG. 


THIS QUARTER - /456 


Metro. Area 406 


PROVIDENCE 


THIS QUARTER-/7 


.Metro. Area 7||,500 


PUEBLO 


THIS QUARTER—/ 


Metro. Area 


RACINE, KENOSHA 


THIS QUARTER- 50 


Pop. Metro. Area | 


READING 


THIS QUARTER-6 


Metro. Area | 55 


RICHMOND, VA. 


THIS QUARTER- O 


Metro. Area 245,674 











ee 


"NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 10000 FAMILIES 
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70 


ROANOKE 


THIS QUARTER- O 


60 


| 50 
Metro. Area 110,593 





+ 40 
| | 

| 

| 





ROCHESTER 


THIS QUARTER- 7 


Metro. Area 411,970 


ROCKFORD 


THIS QUARTER- 26 


Metro.Area 105259 


SACRAMENTO 


THIS QUARTER- O 


Metro.Area 158,999 


SAGINAW, BAY CITY 


THIS QUARTER- 106 


Metro. Area 153,388 


SAINT JOSEPH 


THIS QUARTER- O 
SAME 


rs o4 
WITLI IGE 


.Metro.Area 86,99! 
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SAINT LOUIS 


THIS QUARTER- 37 


ME QTR. 1942-59: 


Pop. Metro. Area 1,367,977 


SAINT PAUL 


THIS QUARTER- O 


Metro.Area 309,935 


SALT LAKE CITY 


THIS QUARTER- 25/ 


942 


Metro.Area 204 


N ANTONIO 


/S QUARTER- /79 
SAME QTR. 1942- 413 





Metro.Area 319,010 


SAN DIEGO 


THIS QUARTER- 5/5 
SAME OTR. /942- 599 | 
Metro.Area 256,368 

















NEW FAMILY ACCOMMODATIONS PER 10.000 FAMILIES 
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SAN FRANCISCO SIOUX CITY 
THIS QUARTER- 2309 THIS QUARTER- oO 
> ye SAME QTR./942- 3607 SAME OTR 1942 


Metro. Area Metro. Area 87,79) 


SAN JOSE SOUTH BEND 
THIS QUARTER- 239 THIS QUARTER- 38 
SAME QTR. /942- /C AME QTR./942- SE 


Metro.Area 1!29.367 Metro.Area 147,022 


1OOC0O FAMILIES 


SAVANNAH SPOKANE 

THIS QUARTER- 283 THIS QUARTER- 903 

SAME QTR. /942- 274 SAME QTR./942- //7 
Metro.Area 117,970 : Metro.Area 141,370 


SCRANTON SPRINGFIELD, ILL. 
THIS QUARTER- 2 THIS QUARTER- O 
SAME QTR./942- 3 AME QTR./942- 63 

Metro.Area 629,58! , Pop.Metro.Area 89,484 


NAT'L 500M-/000M 


SEATTLE SPRINGFIELD, MASS. 
THIS QUARTER- 505 THIS QUARTER- 52 
SAME QTR./942- 26) : SAME QTR./942- 72 

Metro. Area 452,639 Metro.Area 394,623 


NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 


SHREVEPORT SPRINGFIELD, MO. 
THIS QUARTER- 23 THIS QUARTER- 2 
SAME QTR./942- 62 SAME QTR. /942- O 

.Metro.Area 112,225 Metro.Area 70,514 





— 
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SPRINGFIELD,OHIO | S| || TERRE HAUTE 
™ THIS QUARTER- 4/ erry] | | THIS QUARTER - 


Pop. Metro. Area 77,40 
Prev rer pape 
| | 


|Pop. Metro. Area 83,370 
| | 
| | 
ru 







ae 


| 
| | | 
PVE SSS ee reese 
| | | 
| 

















| 
+ 
| 
+ $$} —-+ +--+ 
} | | 
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STOCKTON 


THIS QUARTER - 23 










TOLEDO 


THIS QUARTER -0O 






Pop. Metro.Area 79,337 ‘|Pop.Metro.Area 341,663 


10.000 FAMILIES 
3 


SYRACUSE 


THIS QUARTER-/3 


TOPEKA 


THIS QUARTER-O 





Pop. Metro. Area 258,352 _Metro.Area 77,749 


: 5 











TRENTON 


THIS QUARTER- 4 


TACOMA 


_ 70 
THIS QUARTER- 222 }———___. 


Metro.Area |56,018 Pop Metro.Area 200,128 


TAMPA 


THIS QUARTER - 6/9 } — 


TULSA 


THIS QUARTER- 44 












Metro. Area 209,693 Pop. Metro.Area 188,562 


NUMBER OF NEW FAMILY ACCOMMODATIONS BUILT PER MONTH PER 





UTICA 


THIS QUARTER- 34 





Metro.Area 197,128 
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WACO 


THIS QUARTER- 6 


Metro. Area 7) 1/4 


WASHINGTON, D.C. 


THIS QUARTER - 


Metro. Area 907. 


WATERBURY 


THIS QUARTER- 7 


Metro. Area 144.822 


WATERLOO 


THIS QUARTER- O 


Metro. Area 67050 


WHEELING 


THIS QUARTER- O 


Metro. Area | 


WICHITA 
THIS QUARTER- 77 


SAME OTR /942 


.Metro. Area |27 


60 


50 


40 


30 


20 


fe) 


WILMINGTON 


THIS QUARTER- 70 


Pop. Metro. Area 188,974 


WINSTON-SALEM 


THIS QUARTER- 3 


Metro. Area |0 


WORCESTER 


THIS QUARTER- 8 


Metro. Area 


115.7 


YONKERS 


THIS - © 


Pop. Metro. Area 


YORK 


THIS QUARTER- 3 


Metro. Area 


YOUNGSTOWN 
THIS QUARTER- 14 


Metro. Area 














